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Phili%pine Delepete to UN Korean Cormission target of Soviets :
. he-Philivpine Delegate to the United Nulions Rorean Commission, Melecio
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Arranz, hes rcoontly issued a series of statementa, from llanila, severely
oritieing Soviet notions in Horth Koveao .

lr. Arrang has charged the USSR with estoblishineg a puppet Communist
roveronent and vith reoruitine and arming military foroes of Korsan nationals
in Nor+h Korea as an integral part of the Red Army. Ur. Arranz next attracted
atiention by calling for the use of the atomic bomb to tlow aside the obstruote
ion created by the USSR at the 3844 varallel. Mis most recent statement suprects
the establishment of military end navel hases.by the tmited States in South )
Forea. Thie last pronouncement brought a gharp protest from Yonsjeung ¥im, -
President of the Korean Affairas Institute in Viashington, D.C. . Yongjeung Kim.
asoused him of further arpgravating SovieteAmericun differcnoes and esked for
his dismissal. Philippine President Hanuel Roxms, in an effort to correot the
impressions given of the Philinpine position, explained that Semntor Arrane
had boen speaking merely ne a urivate citizen and had reen misquoted by ‘ﬁh_e press,.

lire frrang, who is- President pro tempore of the Philiopine Senato has
obviously etfempted to use his position on the Commicsion to énhance his Do}~
itical prestipge at home,.  However, his statements have proved emharrassing to
his- zovernment ond have provided the USSR with the opportunity o renew previous

- charges thot the Philippine representative is not a free agent but rether “the

“lackey of imperialism.” The Soviets in recent broadeasts recalled Arranek widely
publioiced obnference with Genoral HeoArthur pricr to the assumptiom of his
duties on the Commission, and have ndded that since the United Nations possess
no atomlc bomb it 16 logioal to assume thnt Senator Arrans is speaking for the
United States. ' : :

Retention of Wow Zogland Forces in Jupan '
The Wew Zealand Hinistry of Lxwornal Affairs has informelly indicated
that o statoment of US interest in the mmintenance.of NZ ground forces in .
Japon after July 1948 would be of naterial assistence to the NZ Govermment
in deoidinc on suoh n step. Ceneral RPobertson, Cormander in Chief of the
Britich Commonwealth Occupation Forces, has urped that T2 leawve her troops
in Jepan because their vithdrawal would seriously handicap the carrying out
of UR ocoupation responsibilities, and mipht necessitete his agking for US ,
nelp in gerrisoning the UK sector. ithile the NZ Government agrees in prine g
oiple mith General “obertson, there are compelline domestic reasons for bring-.
ing the men back as zcheduleds The most important perhaps is the serious '
labor ghortape in lNew Zealend, vhich is 1mpeding production for Britain and
for Ni's industriel development. It is alse miving the militant labor unions
a powerful pressure veapon and encouraging them tovard irresponsibility,
g, — .

I TELY 4§ "




| Deéﬁllassifiei:l‘and Approved For Release 2013/03/21 : CIA-RDP78-01617A004600020004-5
o ' 32
GEXFRAL (contrl‘nued)

)
Opp:ments to continued IZ parts cipatlon in the oosupation also clain that aa
; denilitarizntaon, the main purpose of the occupation, has been ncoompliished,’
there is no further justifioantion for the heavy exrendi l:ures in monay and
manpower involmd.o

) Recsuse of the Gowernrent's slim Parliamentory mejority, its dac;.rion in
the matter vill be peverned by politicr.l oconeiderations, A decision in favor

of - ocontinmed mrt!.oipa‘bﬁon is likely to depend on US exprnss&cn that such o
. oowrze in necessary and desirable,
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Formation of Ashida's Cabinot successifule. After seventeen days of inter-party
nooiiations, Japan's new Fromicr annourced the completion of his coalition
Cabingte The sume political parfics form tho new govornment vhich corprised
- the Ratayuma Cabinot so tho new coalition imherits the strat ns aenl stresces of

the proviocus governmont. The Democrats, Socialists end Peo: »le's Cooperatives
hold six, eight and tvo ministries respectively in tre Cabinot.' The Sociulists
huve thus poined, at Remdorat expense, one more seat than they hold under
Katoyunae For the lirst time the Left iTing of the Socialists are representad
in the Cabinet, holding two Portfolios mc.ladi'v tie Labor inistry. Despite
Cabinet representation, the cemplote supvort of " tho Left ving has not been won

und it may bo . antiecipeted that in & for months Lhis croup 1L cooserute with
the opposition in an offort %o climinutc- Ashida®s Cabinet.

Two furtier weakeases of the now Jupenese Cabinet ures (&) Retayamats
wnAllingness to take on a portfolio; (b) the Jormution of a now conservative
group undor Libesral Party leadership wh*ch wwill oe an onlorged and strongbhened
opposition, Two leading Jupsnese politicianas, of juito ojposite politieal out-
look, give the Ashida Cabinet u 1ife expectancy of slf;htly ower twio months. By
late lay onc may 2y o):pact tho polsi tical nurties to be plmminb for o nov genoral
elaction. :

Silk exportc show improvorent. KYODO reports a siwurp inercasc in -oxport both
of raw 6ilk and silk textiless The imrovenent in raw silk oxport is attributed
%o a recent 40 percont roduction.in price while thut in the exvort of stlk
textiles is eaid to be due to tho reoponing of private trade in August, 1947.

The umount of suw £ilk exdorted during ihe poriod from July 1946 to the ond
of 19847 is roported as 38,394 balcs, a neg,l".t;i'nle amount compared to the 550,000
bales exported during 1937. This poor showing was due to compotition of SJntno-
ticgs Jince tho reduction in price, however, <soles of raw sillc have risen
marksdly; in Jumuary slome sov-rhwent - o ~ gov.rmmert trensacticng amo:mted
to 14,2006 bales while i'rom't'ne bogimning ol %is ysnr %o 20 February private
salos amountod to 4,530 bales. Ixports of silk 'L:vchlna, mostly hdbutﬂﬂ, havo
rison so ruch sinae the reswwbion of private trado that the producors ure
unable to ksep un irith tho demands Tovre rever, there is sone .mxiot_,r that silk
toxtile ,uoil* tics cammot e expunded Yo u noticoudle deirzo without wncurr‘ ng
prohivitive cos’cs ol vrocluctwrro

ECREA

Cmm iun o; ociticn to US nolioy. Canadian opposition in'the U Temporury
Cormacsion on Koroa (JoICOK) 6o the holding ol elections in South Korea alone
may provo to boe highly demaging to US prestipe in Forea, in the Far Bast in
general, and in the UN. It is “busod uwron Canadion entipathy to vhat Canada
‘regards as a US proclivity to use the Ul to pull its political chestnuts out
. of the fire. In the narticular instance of ¥orea the Cunadian C-ov‘*rmcnt feels

that supporting the US will put the UM in the posiiion of underwriting an
unstoble and undomooratio povernmont in Horea.
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ROREA  (Conte)
: ' Canada has sonsisboittly osposed both in TITCOK end in the Intorin
. Corxittoe the lioldin; of eloctions only in the US Zones. Tho recont 4 - 2
doolsion {Canada and sustralia opposed) im WTLOK to approve 9 May as.election
‘day requiras tho Canadian Governnent to deoids whether o not it will withdraw
from the Commosion. This deel sion it not oxpected until alter Pabitorson, the
Canadien dolezate on UTCOK, has been recallod Go Ottewa for consulbations
hcnordmf to the Dopartrent of atute “t:ha views wilch Pettorson tsiws back

sih lﬁm twilyg mf'.lucnce tiw doclcion”

Cnnadian re.E‘usal to obaerve the elections would have the offect of piving

ouwtsido endorsoment to- Commmists and other lefLiiste in hoyooiting wad tposs:bl
stborryting to interfore with the UN olactionse In uddition, Canadifin ' She

. drawal. from YITCOR would constitiute in crfact a strong rovuks to US leuldorship
~in the U by e Vestorn natione The repercussions of such action would be

" purticulurly harmful to US prostige in the Far Bast. 1% iy imposs? ble at this
tins to predi ot the Canelien ooirse of action. :

;o .

Tlew Zealund sttitudo toward eloctions. :‘1‘.11:?10!!1_21 New Zoalend suprorted the Us
ond. UK on tio quaction of hoidin. olections in ooui.h Rorce, imldicutisng are

" that this susport wus more the result of its belief in t'e nsed for snglo-

aarican solidarity tiun of conviction that eloctions should he held. The

»'Secretar;y of ixteraul Alfaira exprossed his view thwt tho problem vus essent-
iclly betwron tle T5GR and the US, end that roference to the T acconplic wad
nothtn; except to overburden that Lody :'E,th nn insciuble situution. Jlo also
renarlzed that the U8 hed become fnwvolved with some "very unsavory richbisk:
'hroa;n’-;“ in Korea, as in other arcas, and 'L bt this connection 'made active
supsert of Amorican policy diftriculd cmu srburrassing to cowmbrics lilke Yew
Zoealanda - ..

-Mﬂtm.lia‘a Pouitiom, Australia's vote arainst the holdings of %‘outh*l{orce.n
eleotions 1ug ‘based on a velief that such a step covld only serve to viden

the pulf between tho US and RS8R, eccomplishing no useful nurpose {'of Korea
jernelf. Dospite her negative wvots, havever, she will retain zeétivo meubsr-
ehip on the ¥orean Commission end ccomra‘be fully in implenenting the majority -
decision, The Australien '}oler,ation bo the Wl in attecpting to versucde

, Captada to follow the sare coufseo
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CHINA

Hilit '

In Manchuria, the area south oand soutlnrest of lfukden, scene of the Com~
mnists winter offensive, ves quiet last week following the withdrarml of
the bullc of the Comrmnists! forces to the north, Hovever, two of the three
Nationalist<held islands north of ukden have reportedly fallen to the
Communists, ‘thile reports that Ssupingkal hos been taken by the Cormmunista
rerein unconfirmed, the MNationalists have admitted that they withdrew from
Kirin, and the naarby hydroolectric imstallation at lisiaofengmun, The Com
munists are now attecking Changehun and observers doubt if the Natiomalists
can contimue to hold the city. Cceupation of Changchun would complete Com-

* munist occupation of the entire Manchurian rail net, uninterrupted cccupation
and subsequent operation of which will add to the mobility of the Commnists
and give them more adsquate supporting, commmnications for further Operatiom
a.ga.inst. Lﬁ:kden, :

lieanwhile, the Commnists have once again becoms active on almost all

- of the north and central China fronts, Conmmnist units launched a strong

. attack against Paoting, btut Mationzlist units under Fu Tso=yi claimed to have
annihilated over 5 regiments of Communist irregulars east of Peiping., Sev~
eral Communist units from east Shantung crossed the Lunghai railway in north
Kiangeus Chen Yi and Liu Po-cheng were becoming restive again over a wide
area in Honan and Anhwi, Other Communist units were in action near Tsinan,
provincial capital of Shantung, while still others had broken imto the ime
-portant Lunghai railway city of loyang., Following the destruction of nore
than two Nationmalist divisions near Ichuan, Lhe Commmists threatened both
Sian end Yenon,

Political

The Kuomintang Ccntral mcutwe Committes will reet 20 March and at
that time the public will learn vhom the Generalissimo will suppori. Chiang
‘4z believed to support the candidacy of Yu Yu-jen, Kuomintang elder states—
mn. The vice=presidency is sought also by Gener'al 1i Tsung-jen, now Direcw-
tor of the Generzlissimo?s Peiping Hecdquarters, Known to hove liberal
tondencies, Ii has advocated a program of Govermnent reform. US Consul Gen-
eral in Peiping feels that Li is convinced some settlement with.Commmists
is neceosary even if this requires the withdraval of Chiang from political
life. So far there is no indicztion that Cm.aug is at all smpathetic toard
the capdidacy of Id.

The China Social and Economic Research Society, made up of Peiping busi=
nogss and professional leaders and claiming to be non-politicel, has pub-
lighed a, program advocating four freedoms, representative government » decen=
tralized administration, non-political army, stote owmership of land, im=-
.portant national resources, industries and commmications, and an mdepen-
dont foreign policy.

A direct:we of the Centx'al Commit.bee of the Chinese Commnist Party,
dated 22 Fetn'uary 1948, :I.mplemnts promises of agx«rm reform, Fair ireate
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rent of the middle peasants continues to be emphasized and the poor pezsants .
will be the controlling factor only where they arc in the majority, . :

The USSR has rejected a Chinese protest charging Soviet planes with fire
ing on 2 Chiness transport plane south of Fort Arthme on the ground of viola-
tion of the Port Arthur base. The Chinese Government, because it elaims
Joint control of that bose, probably will not recognize the alleged violation,
The US pilote of the CAT plane claimed they wore more than 60 miles from
Dairen whnen sighaled and fired upon, '

There has been a longol protest and o Chinese counter Frotest amainst
&lleged violations of the Irmer and Cuter MNongolian border, . -

Hegotlations for a Sino-Itslian Treaty of Amity (without commercial pro-
visions) have reached the final stage, An anti-smuggling pact, similap to
the one recently signed with Hong Kong (but not yet ratified by the colonial
euthorities) has been signed with Portugzuese llacao.

, :
Foreign liinister wang Shih-chieh and Vice President Sun Fo have indica-
ted ¢hat China would probubly object to amy "special strings! being attached
to the Chinese aid program, pointing out that no special controls wers ate -
tached to the economic hslp to Great Britein and France.

Economie - o N

Curzrency/Prices. . Shanghai éxchange and commodities experienced a strong

B upswing during the week ending 12 larch, The price of rice rose 50% in spite
of adequate stocks and rationing at Cli 52.4 million a piculs Rationed mice
is reported inefficiently administored, and of poor quality. The eteady
depreciation of CN dollars has increased the use of rice and cotton as mediums
of exchange and speculation. Generel norvousness dominates the financial
scena, chiefly due to military reverses in lanchuria, possible delay in US
aid, and general lack of public confidence in stavility for the feresecable
future. The Central Bank of China has veports thet its reserves of US dollars

 is now virtuelly exhausted,
' ' The Shanghai larket

US § Bxchange Wholesale Price General Wholssals
Selling Rate of Rice per Commedity Index
Official Nlacks 172 1b Piewl: {1936 = 1)
Bopent mrket : G
- This weok (12 Iar 48) v 8197,500 50,000 Gl Gh,2005000 (37307 32534 -
- Week ago (5 Mar L8) 151,000 - 340,000 2,800,000 (2/28/48) 278,547
Honth ago{12 Feb 48) 137,000 185,000 2,000,000 (1/31/48) 197,321
Year ago (12 tar A7) 12,000 12,000 100,000 18,375

Cotton, There are indications of an approaching crisis in the raw cotion

supply which may culminate in critical mill shut-dotms if new shipments are

. not raceived by May. Ths shortege is chiefly due to inadequate foreign ex—
change, Governor Chang fai-ngau of the Central Bank has informed the US Come
sul General, Shanghai, that loans have been arranged with the Chase and Nationsl
City banke for financing 100,000 baies for April Shipment. Chang is acting on
the premise thet if this progrem is initiated and if US aid is later fortheoming,
the latter may be utilized to take over existing procuremsnt commitiments and
thereby permit saving of Central Bank resourcos, . , _
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BURLIA

Burmese Cormmunist activities have boecoma a third mjor political problen
facing the Government of Burmf as the Buyma Cormnist Tarty bns besun asgressive~
1y to exploit the Govermment's dirfieulties in deelin~ vwith the ¥arem problem
and with intermel friction uithin the rovernment party, the Ati-Fasoist league.
Unless the Government can bring these three major vrobloms under e¢ontrol, Burm's
political atebility and promiging economic recovery will be seriously jeopardized,

Karen~-Burman animogity is an historical problen widich bas culminated recent-
1y in the demand, by a section of the ¥aren population led by the Mmrem Mational
Union, for an inGependent, soversipn state. Prime ilinister Thakin Mu, after
conferrifiz recontly with XKaren leaders, denounced the Faren domands, and - e
promised to suppruss any revolt vith armed force. It has been reported, lowever,
that the Karen Hationnl Union plans to establish a parallel rovermment in the
event that 148 claims dre ignored. The Varcn situation is particularly dan-
gerous becauge Karen and Burman populations are highly intermized in +he
torritory desired by the larens for & Karen state,

_ Internal friction within the AFL arises from the rcscentment of the semi-
military Peoples Volunteer Orpanizotion (FV0) directed arainst the Socialist
Party for the lattor's preponderance in responeiblo r~overmuent positions.
Only the intervention'of Thakin Xu on at least two cccasions prevented the
PV0 from seceding from the AFL. Sceession remajing a possibility and, 1if it
oceurs, will seriously weaken the APL and the (0B, and lead to the formation
of numerous splinter parties creating econfusion which mould be exploited by
the ICP. '

The preoccupation of the COG nith the Xaren and PVO problems has undoublad-
ly encouraned the BCP to intensify ite strupzle for power. Early in !arch the
BCT issued a directive orderins the establishment of varallel adminiastrations
in four districts of central Burma advocatine a program of nonpayment of
rents end taxes, forcible occuvation of lands, netionalization of private
concorns, and azgitation by workers, cultivators and servicemen apaingt the
GGB. Sirmlftaneously, thc BCP bitterly denounced tho AFL as the mouth-pieca
of "Abslo-Americarn irperialists™ and, stressing anti-foreipgn thenes, attacked
foreirn economic and cultural astivities in Burma,

In dealins with these throe major problens, the sovernment's policy has
heretofore tended to appease opposition eriticism, Recent Burnmese efforts to
. gorogate US military air vights in Burma represents a GOB atternpt to -domonstrate
 ite soverelpgnty and Yo placate anti-foreipm sentiment. Thakin Iu's con-
demnation of the Karen demand for indopondence was the first firm deviation
‘from this appeasement. A firm GB policy toward these three prohlems, and,
particulariy toward the increasingly implacable Comminiasts, may lead to the
use of forco. The BCP, the PVO and the Karens are relatively well armed; re-
velt by any one group would encouraro rovolt by the others, ¢reating a general
ingurrection which might prove beyond the capability of the Buixmiese armed forces
to control. If the erises in the relations between the 05 and the HKarens ard
the PV0 can be allayed temporarily, the GOB will probebly be able to bring
the Comrmunist situation under control. '
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PHILLIPINES

tions. dJose P. Laurel, occupation
president of the ?hiliprines riio vae releused from collaborstion cherger by
the recent 2merty proclemation, ie revorted on 9 lierch. to have indiceted
indircetly but ummirte¥ebly thst ke v111 run for ~residert in 1949, iir

stoted platform of “economic freedom" for the Philippines vill, orobebly be
based upon o ratioralistic -olicy at tinee openly enti-American ens runring
counter to Prerident Roxeet oolicv of clome cooperction with ithe United.
States. The firrt mejor politicel resction to Laurel's ernourcement war &

_ renortad -lan of the Liberal Farty to rurge 81l rro-lLeurel enenects from

House of Hepresentatives committees in order to forsstell worsible disrupe
tion to the Adminirtration's leglelstive program,

S Arvy loses furisdiobionel case arieing from Bares Azreement. The |

"Philippine Supreme Court, in-~n unprecedented devision 12 ikrch, denied the

motion of the Philippine=Ryukyus Commend to reconsider the “irst legel cese

. to ariee from the US~Philin~ipe Filitery B-res Agreement., -The Court hed
'ruleﬁ on 24 February thet the care of Jesus ﬂlaulahqs, g FPilipino eivilisn

mployee of the UD Avmy 4lleged t0 “ave stolem 555,000 worth of suprlies
Jron the Wenils lort reservation, invelv~d or offense comritted in a tem-or-.
ary US iretsllstion (me dietingulshed from & "base™) snd war iherefore within

- Philippine jurisdictior. This rullrg wae challenged by PHILRYCOH cho filed
. the vetition for raconsideration & llerch on the ground thet the theft wes

comnitt-d in 2 -ermenert hace,

Rejactior of thir petition by the Supreme Court was anticl-eted in view
of the clecr wording of the Beser ﬁgreenent “hich cpﬂefully de®irees (1) 2]
Uhose", ard (2) tre jurisdiction of hoth the US erd the Philinnines. The -
Court ﬂe'irlan war gecomreried by open critieicm of former Ambzercdor DPaul -’

V. Hellutt, who hed negoticted end sipred the Brees fgreemont for the US on

14 ¥ereh 194%s Tre criticism var bared or a lett r, vritten by lMoiuit on 1
flarch, 1942 vhich had been svbmitted by PHILRlLO vith its recorcideration
pet1tion. The Kelutt lstter stated that uge ol the Port of Ms-ile rerervetion
fie permarent for the entire life of the éhbaaes Agreenert unless the two
Goverrments othervice mituslly agree.® Juetice Gregorio Perfecto, corcurring
in the fupreme Court dacirclon rejecting thirs vicw, vrotes "Having oceuniagd
high voritions i the Governmemt ard being a lavyer himself, he / LicKutt
et have -rerumed and expected tile refection of his letter oe eviderce. lio
ore can be happy sbout the useleesness of his letter or the futility of hie
signature . . . 1o matter vhet lelNuit would rant to Le embodied in the agree-
ment, ve cen end chould read orly vhet ir retuslly written in it."

The funrems Court decirior ; skich US Enbsesy Manile considers sound, will
rrobebly-cet 8 -recedert for "ctioh or the eores of AF Tilipiro eivilisr em=
ployeeo of the US Army who are under iYVectlpation for pilferage -of spproxi-
mataly 3500,000 worth of US property.

.~
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AUSTRALIA

UE-Cormonvealih coonerstion. 4 definite trend in Angtraliz in support
of mew appronches {0 UK~Commonverlth cconomic and military cooper=tion hss
baen roted recertly. There appesrc to %e & recogniticon ir Austrelis that
(1) a rosurgence of the UK ae 2 etrong factor in internsticnal rpolitice can
only come gtout re & recvlt of the crestion of 2 new vover entity mede up
of the UK end t'e Dominions (bared on the maxirum development of each come
‘ponent part end direct+d towerd equsl nerticiretion in the reeponeibilities
and vealth of grest rover stetus)s and (2) such & rover wnit could vield
tremendous influence ir vier of the unerploitrd resoprces and geographie
locotions of the verlous members. Auvrtralis clearly aspires to leaderehip
in the Peeific Ares.

A striking exemple in t e militsry fisld ie the UK rocket rapge Toject
‘being conctructed in Centrsl Austrelin for the testirz of puided nissiles which
provides for eventual participation of other Dominiors in the cost, orpgarizge
tlon, and reeesrch involved. In the economic ficld the sctivitier of the
Lritich Food Misslon in Aurtralis and the influx of Britirh ccnitsl for invest~
ment in Australian irdurtry ic designed to nromote cooperative develorment of
the Australisn economy vith mutual berefite to both courtriee. In 2ddition
to the Food liission's negotistions for long term contractes covering rurchore
of Austrelien grain, meat, and dalry wroducts, it iz extending credite through
the facilities of the Fritirh Oveorcens Food Cor-orstion for largs écale cultie
vstior of hitherto undeveloped arsag, r~articularly ir the Korthern Territory.
A Iritish comveny, the Flectric Suply Corporation, has com-leted on egreement
vith the Cusensland Government for the exploitation of the Bleir Lthol cosl
mines et an ertimnted cost of £0 million vounds. Terms of the agresment pro-
vide that ovmerchip of the mires will revert in 1997 to “wecnclané vhich in
the meantime will he ~aid royaliies on the oxpected production of 3 million
‘tona ver yeer. The Chartcrhouse Investment Trust Co. lias estcbliched s

. branet 1A cydney with rubstontial emourts of cenitel to invest in Austrelian

industries. Ites financiel recouresr will be cveilsble ae pertrership cepitel

to engineering, textile, transrport, and sclentific irdurtries, ruch se lsundries
ard food procesring firms, the progresrs potential and net ennual return of vhich
" vould reem to justify cepitel expaneion. In sddition a nvmber of individuel
Britieh firme, ruc~ s the Fuffield sutomobile memmfrcturers and the Courtesuld
Textile i.o. have indiceted interest in esetting up brenches nrd subsidiarier in

" the veriour {tates,

The emptaris in_gll there ventures is on ertablishment of rorking »arte
rerchips rether then debtor-creditor relstions“ive. Trey vill ~rovide con=
ciderelle stimulu- to suctrelials induririal wroereses without involving her
in burdensome overrees d=bis erd v11l furnish equlty ca-itel, teehnical ekille
ard experience, the righte to indurtria’ nrocecces, &rd the assurance of &
chare in the frulte of induetrisl rerearch, If such a “TOgrHT e°n be e fectrd
the UK will btenefit in terme of rar meterisle, will “sve estrblished industrial
fecilities removed from the trovtled sreas of Zuro e and oloze to Far Lestern -
uarkets arc vill have develoed edditional enterprires vith which to earn for-
elgn excherge. ~ : '
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